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The Honorable Donald L. Plusquellic
and Members of City Council
The City of Akron, Ohio

Dear Mayor Plusquellic and Council Members:

I am pleased to submit the Comprehensive Annual Financial Report (CAFR) of the City of
Akron for the year ended December 31, 2005. This report fully presents financial and operating
information about the City’s activities during 2005 that should be useful to citizens and
taxpayers. The report, prepared by the Department of Finance, contains a comprehensive
analysis of the City’s financial position and activities for the year.

Responsibility for both the accuracy of the presented data and the completeness and fairness of
the presentation, including all disclosures, rests with the City of Akron. To the best of our
knowledge and belief, the enclosed data is accurate in all material respects; it is presented in a
manner designed to fairly set forth the financial position and results of operations of the City as
measured by the financial activity of our various funds; and all disclosures necessary to enable
the reader to gain the maximum understanding of the City’s financial activities have been
included.

The department takes full responsibility for this report’s content and accuracy. The Audit and
Budget Division prepared all of the financial statements and assisted the external independent
auditors in their performance of the annual audit. The Treasurer’s Office of the Department of
Finance drafted the statistical section.

Generally accepted accounting principles (GAAP) require that management provide a narrative
introduction, overview, and analysis to accompany the basic financial statements in the form of
Management’s Discussion and Analysis (MD&A). This letter of transmittal is designed to
complement the MD&A and should be read in conjunction with it. The City of Akron’s MD&A
can be found immediately following the Independent Accountants’ Report. This CAFR is
designed in a manner to assist and guide the reader in understanding its contents. The report
consists of three sections:



e The Introductory Section, which includes this letter of transmittal, contains information
pertinent to the City’s management and organization, the Table of Contents, and the
GFOA Certificate of Achievement. References in this section to Note 1, Note 2, etc., are
to Notes to the Financial Statements contained in the Financial Section of this report.

e The Financial Section contains the Independent Accountants’ Report, Management’s
Discussion and Analysis, Basic Financial Statements, Required Supplementary
Information (RSI) and various other Statements and Schedules pertaining to the City’s
funds and activities.

e The Statistical Section contains numerous tables of financial and demographic
information. Much of this information is shown with comparative data for the ten-year
period from 1996 through 2005.

As background for the reader of this report, the City of Akron is a charter city. The City is the
fifth largest Ohio municipality in terms of population based on the 2000 Census population of
217,074. The City’s land area is approximately 62 square miles and is located in the northeastern
region of the state in the County of Summit.

The City is directed by a mayor and council form of government. Legislative authority is vested
in a 13-member Council, three members of which are elected at-large and ten by wards. The
Council determines the compensation of City officials and employees and enacts ordinances and
resolutions relating to City services, tax levies, appropriation and borrowing of money, licensing
and regulating businesses and trades, and other municipal purposes.

The Mayor is elected for a four-year term and has the responsibility as the City’s chief executive
and administrative officer. The Mayor may veto any legislation passed by Council. A veto may
be overridden by a two-thirds vote of all members of Council. The Director of Finance is
appointed by the Mayor and serves as the City’s chief financial officer and chief accounting
officer. The Director of Finance has comprehensive responsibility for the City’s fiscal activities,
including budget preparation and control, payroll and general accounting, investment and debt
management, purchasing, local income tax administration, information processing, and financial
reporting.

The City provides the full range of municipal services mandated by statute or charter, including
police and fire protection, parks, recreation, street maintenance, planning, zoning, and other
general government services. The City has management control of the following enterprise
activities: water, sewer, oil and gas development, golf course, airport, and off-street parking.

Economic Conditions and Outlook

Major revenue sources for the City continue to be the City’s income tax, property taxes, local
fees, charges for services, and state shared local government revenue. The City’s cash income
tax collections increased by 12.68% in 2005. On a cash basis for 2005, property taxes in the



general fund increased by 15.3% and the state’s local government revenue to the City increased
by approximately .25%. The strengths of the local economy are reflected by the growth over the
past five years in the fields of medical and health services, legal and professional services,
communications, public utilities, and finance and related service industries. Income tax receipts
from the 12 largest economic sectors in the City have increased just over 9% since 2001 and,
combined, account for nearly 80% of total tax collections. Receipts from the 13 fastest growing
economic sectors have increased by more than 24%. No one sector makes up more than 16.8%
of the total collected.

The number of building permits issued in 2005 decreased by approximately 2.4% over the
number of permits issued in 2004. Although the actual number of permits decreased, the dollar
value of all building permits increased by 16%. We anticipate large increases in permit
valuations over the next several years due to the following: the University of Akron’s area
expansion and development; the Akron Art Museum’s expected $26 million dollar investment;
the Metro $15 million Intermodal Transit Center and the Akron City School District’s estimated
$800 million Community Learning Centers, perhaps the most ant1c1pated City-wide project, to be
built over the next 14 years.

Despite the economy in 2005, the City of Akron finds itself in a healthy financial state and
continues to see economic growth. Relative to many other U.S. cities, Akron’s fiscal position is
very good considering it is one of only a few mid- to large-sized cities that have not been forced
to lay off employees. Our assessed valuation on real and personal property increased by 4.8% for
tax year 2005 (collection year 2006). The revenue collected from our four Joint Economic
Development Districts (JEDDs), approximately $14 million in 2005, is an additional funding
source to encourage and promote economic development and to secure a solid tax base.

Major Initiatives

One of the major initiatives for Akron is to continue to be one of America’s most livable cities.
In order to achieve this we must have strong business growth, community involvement, and
community development. Akron has been named as one of America’s High Tech Cities of the
future by Newsweek magazine. Expansion Management magazine called Akron one of the best
cities to locate or expand a business and also made us a five-star rated city for business climate
logistics and quality of life. Inc., the magazine for growing companies, ranked Akron in the top
25 medium-sized metro areas for doing business.

In order to stay competitive and attract new residents, the City has to provide a wide-range of
housing. For the first time in 30 years the City has broken ground on a new housing
development, Northside Condominiums, Lofts, and Town Homes. This $32 million project will
provide 89 residential condominiums, 61 new warehouse style lofts and flats, five penthouse
units, and 28 townhouses.

Akron’s designation as an enterprise community by the federal government has generated critical
federal funds to assist neighborhoods. The housing petition and H.O.M.E. programs, already part
of the City’s economic growth program, are very successful. Neighborhoods petition for special
allocation of federal community development dollars which assist homeowners in paying for
home improvements and reduce assessments for public improvements. In 2005, the City



provided funding and contracted for the rehabilitation of 307 homes, while demolishing 383
dilapidated residential and commercial structures.

In 2005, the Urban Neighborhood Development Corporation (UNDC) constructed 14 new
homes; in addition, the City sold 38 lots to private developers and non-profit organizations for
new housing. An additional commitment was made for more than $1 million in financial support
to assist in the construction and rehabilitation of 378 apartment units for low-income senior
housing, as well as the rehabilitation and sale of 19 houses for low- and moderate-income buyers
and the construction of eight new homes. Akron also assisted 80 low-income elderly and/or
disabled homeowners in 2005 with emergency home repairs.

The City has a neighborhood partnership program for neighborhood groups to compete for grants
to do neighborhood improvement projects. In 2005, the City awarded 49 grants to neighborhood
organizations for after-school projects, beautification activities, arts programs, community
celebrations, and community involvement.

The City, under the strong leadership of Mayor Donald L. Plusquellic, has received national
recognition during 2005 as he completed his term as the President of the U.S. Conference of
Mayors. On a statewide basis, he founded the Ohio Mayors’ Education Roundtable. Mayor
Plusquellic along with 20 superintendents from Ohio’s largest school districts are dedicated to
reforming the way Ohio funds public education.

When Hurricane Katrina hit in New Orleans, the City of Akron and its employees proved we are
always willing to lend a helping hand. Twelve police officers, 12 firefighters through FEMA,
and 11 City employees who underwent Red Cross training were deployed to run shelters in the
Gulf states for evacuees.

The City has been recognized nationally for our community's success in rebuilding downtown.
The National Civic League, the U. S. Conference of Mayors, Northern Ohio Live magazine, and
the Wall Street Journal have recognized our work. The completion of the Canal Park baseball
stadium in 1997, along with a 20-year commitment of the AA baseball team, the Akron Aeros,
has brought tremendous family entertainment—not only for Akron residents but also for the
entire region.

The success of the stadium has spurred the growth of other small businesses, restaurants and
entertainment clubs. With the help of the Downtown Akron Partnership (DAP) (a nonprofit
organization dedicated to bringing people, activity and business back downtown), serious
marketing strategies were aimed at this wonderful attraction called Downtown Akron. Beginning
in 1999, the Downtown Business District formed a Special Improvement District (SID), whose
primary focus is to promote and further enhance downtown’s development.

Completed in 2004, the $51.8 million renovation of the Main Library has made this a state-of-
the-art facility for the 21* century. The Akron Art Museum is now undergoing an approximate
$26 million, 65,000-square foot expansion and will reopen in 2007.

The City is striving to make downtown a leisure location, as well as a great place to work. Lock
3 Park on South Main Street is alive with more live concerts, festivals, and other special events,
including a summer arts learning program for young people. Last year 175,000 visitors enjoyed
events here.
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These are just a few of the initiatives that, when taken together, contribute to the strength and
diversity of the City’s economy.

Reporting Standards

The City’s accounts are organized as funds. Each fund is a separate accounting entity with its
own self-balancing set of accounts, assets, liabilities, and fund balance/equity. Following are the
titles of these fund types with a brief description.

Governmental funds:

General Fund — The General Fund is the general operating fund of the City and was
appropriated. It is used to account for all financial resources traditionally associated with
government that are not required to be accounted for in another fund.

Special Revenue Funds — Special Revenue Funds are used to account for revenues derived
from specific taxes, grants, or other restricted revenue sources. City ordinances or federal or
state statutes specify the uses and limitations of each Special Revenue Fund. During 2005
the City had 29 Special Revenue Funds.

Debt Service Funds — Debt Service Funds are used to account for the accumulation of
resources for, and the payment of, general long-term debt principal, interest, and related
costs. During 2005 the City had ten Debt Service Funds.

Capital Projects Funds — Capital Projects Funds are used to account for financial resources
used for the acquisition or construction of major capital facilities other than those financed by
proprietary funds. During 2005 the City had nine Capital Projects Funds.

Permanent Funds — Permanent funds are used for the purpose of accounting for resources that
are legally restricted to the extent that earnings, and not principal, may be used for purposes
that support the reporting governments. The City does not have any permanent funds.

Proprietary funds:

Enterprise Funds — Enterprise funds are used to account for operations that are financed and
operated in a manner similar to private business enterprises, in that the intent of the
governing body is that the costs of providing goods or services to the general public on a
continuing basis be financed or recovered primarily through user charges. The City has six
separate enterprise finds.

Internal Service Funds — Internal service funds are used to account for the financing of goods
or services provided by one division or agency to other divisions or agencies of the

government, generally on a cost-reimbursement basis. The City has eight internal service
funds.
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Fiduciary funds:

Private Purposé Trust Funds — Private purpose trust funds are used to account for other trust
arrangements which benefit individuals, private organizations, or other governments. During
2005 the City had three Private Purpose Trust Funds.

Agency Funds — Agency Funds are used to account for assets held by the City as an agent for
individuals, private organizations, and other governments. The City had one Agency Fund
during 2005.

Other Fiduciary Funds — Other fiduciary funds include pension trust funds and investment
trust funds. The City does not utilize any such Other Fiduciary Funds.

Basis of Accounting:

Except for budgetary purposes, the basis of accounting used by the City conforms to accounting
principles generally accepted in the United States of America (GAAP) as applicable to
governmental units and is consistent with Governmental Accounting Standards Board (GASB)
Cod. Sec. 1600, “Basis of Accounting.” All governmental funds are accounted for using a
current financial resources-current assets and current liabilities measurement focus. The
modified accrual basis of accounting is utilized for governmental funds. Revenues are
recognized when they are susceptible to accrual (both measurable and available). Expenditures
are recognized when the related liability is incurred, except for interest on long-term debt which
is recorded when due.

The measurement focus on the City’s proprietary and fiduciary funds is on the flow of total
economic resources (all assets and liabilities). The accrual basis of accounting (revenues are
recognized when earned and expenses when incurred) is utilized by the City in its proprietary
funds.

The City’s basis of accounting for budgetary purposes differs from GAAP in that revenues are
recognized when received rather than when susceptible to accrual (measurable and available),

and encumbrances are included as expenditures rather than as reservations of fund balances.

Accounting policies are further explained in Note 1 to the basic financial statements.

Cash Management

Effective cash management is recognized as essential to good fiscal management. The primary
objectives of the City’s investment activities are the preservation of capital and the protection of
investment principal. The Treasurer’s Office within the Department of Finance invests all cash,
following the City’s own investment ordinance, in various securities which consist of fixed-rate
City bonds and notes, certificates of deposit, fully collateralized repurchase agreements, and U.S.
government obligations. The City’s investment ordinance was modified in late 1986 to take

12



advantage of State of Ohio investment opportunities. However, the local investment policy
continues to be conservative with the highest priority given to safeguarding assets. For 2005,
investment interest income averaged a yield of 3.58% compared to a yield of 2.35% in 2004.
The interest earnings are maximized by investing to projected payment dates on a competitive
bid basis and by investing bank balances daily. This resulted in an average book balance
investment of 124.54%.

Risk Management

The City has been self-insured for liability coverage for non-auto-related incidents since 1985.
This program was established in response to the dramatic rise in premiums in the mid-1980’s and
the increases in exclusions written into standard insurance policies. Additionally, the City is
primarily self-insured for employee medical benefits, including major medical, dental, and vision
care. This has proven to be the most cost-effective program for this type of coverage. The City
also has in place reserve funds for workers’ compensation and medical benefits. For other types
of coverage, such as property insurance, airport liability, employee life, auto liability, and boiler
and machinery coverage, the City has secured traditional insurance. The City is assisted in its
insurance program by an independent consulting firm that writes no insurance but has expertise
in the insurance industry. The City relies on the advice offered by the consultant in securing any
insurance.

Pension

The City contributes to two state-administered retirement plans covering various groups of City
employees. Police and firefighters participate in the statewide Ohio Police and Fire Pension
Fund. Substantially, all other City employees participate in the statewide Ohio Public Employees
Retirement System (OPERS). The City’s total contributions to these plans were equal to 100%
of the required employer contributions for the year. The financial statements of these state-
mandated plans are not included in the City’s financial reports as the plans are outside of our
control and are independent of our financial resources or influence.

Independent Annual Audit

We appreciate the cooperation of State Auditor Betty Montgomery and her staff in completing
the City’s audit in a timely and highly professional manner.

Certificate of Achievement for Excellence in Financial Reporting

The Government Finance Officers Association of the United States and Canada (GFOA) awarded
a Certificate of Achievement for Excellence in Financial Reporting to the City of Akron, Ohio,
for its Comprehensive Annual Financial Report for the fiscal year ended December 31, 2004.

The Certificate of Achievement is a prestigious national award, recognizing conformance with
the highest standards for preparation of state and local government financial reports.
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In order to be awarded a Certificate of Achievement, a government unit must publish an easily
readable and efficiently organized comprehensive annual financial report, whose contents
conform to program standards. Such a CAFR must satisfy both generally accepted accounting
principles and applicable legal requirements. A Certificate of Achievement is valid for a period
of one year only. The City of Akron, Ohio, has received Certificates of Achievement for the last
21 consecutive years (1984 through 2004). We believe our current report continues to conform
to the Certificate of Achievement program requirements, and we are submitting it to GFOA.
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Auditor of State
Betty Montgomery

INDEPENDENT ACCOUNTANTS’ REPORT

City of Akron

Summit County

166 South High Street
Akron, Ohio 44308

To the City Council:

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Akron, Summit
County, Ohio, (the City) as of and for the year ended December 31, 2005, which collectively comprise the
City’s basic financial statements as listed in the Table of Contents. These financial statements are the
responsibility of the City's management. Our responsibility is to express opinions on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in the Comptroller General of the United
States’ Government Auditing Standards. Those standards require that we plan and perform the audit to
reasonably assure whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe our audit
provides a reasonable basis for our opinions. :

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the City of Akron, Summit County, Ohio, as of December
31, 2005, and the respective changes in financial position and where applicable, cash flows, thereof for the
year then ended in conformity with accounting principles generally accepted in the United States of
America.

In accordance with Government Auditing Standards, we have also issued our report dated June 29, 2006,
on our consideration of the City’s internal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts and grant agreements and other matters. While we
did not opine on the internal control over financial reporting or on compliance, that report describes the
scope of our testing of internal control over financial reporting and compliance and the results of that
testing. That report is an integral part of an audit performed in accordance with Government Auditing
Standards. You should read it in conjunction with this report in assessing the results of our audit.

101 Central Plaza South / 700 Chase Tower / Canton, OH 44702
‘Telephone: (330) 438-0617 (800) 443-9272 Fax: (330) 471-0001
www.auditor.state.oh.us
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City of Akron

Summit County

Independent Accountants’ Report
Page 2

Management's Discussion and Analysis and the budgetary comparisons for the General Fund and
Community Learning Centers Fund are not a required part of the basic financial statements but are
supplementary information accounting principles generally accepted in the United States of America
requires. We have applied certain limited procedures, consisting principally of inquiries of management
regarding the methods of measuring and presenting the required supplementary information. However, we
did not audit the information and express no opinion on it.

We conducted our audit to opine on the financial statements that collectively comprise the City's basic
financial statements. The introductory section, combining nonmajor fund statements, schedules and
statistical tables provide additional information and are not a required part of the basic financial statements.
We subjected the combining nonmajor fund statements and schedules to the auditing procedures applied
in the audit of the basic financial statements. In our opinion, this information is fairly stated in all material
respects in relation to the basic financial statements taken as a whole. We did not subject the introductory
section and statistical tables to the auditing procedures applied in the audit of the basic financial statements
and, accordingly, we express no opinion on them.

Toutty by

Betty Montgomery
Auditor of State

June 29, 2006
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CITY OF AKRON, OHIO
MANAGEMENT’S DISCUSSION AND ANALYSIS

Management’s discussion and analysis of the City of Akron, Ohio financial performance
provides an overview of Akron’s financial activities for the fiscal year ended

December 31, 2005. Please read it in conjunction with the transmittal letter on page 7
and the City’s financial statements, which begin on page 34.

FINANCIAL HIGHLIGHTS

e The assets of the City of Akron, Ohio exceeded its liabilities at December 31,
2005 by $653,901,691 (net assets). Of this amount $120,514,193 is restricted for
debt service.

e The governmental activities’ total net assets increased by $7,584,536 and the
business-type activities’ total net assets increased by $9,163,788 for a net increase
in the City’s total net assets of $16,748,324.

e As of the close of the current fiscal year, the City of Akron’s governmental funds
reported combined ending fund balances of $250,958,172, an increase of
$28,822,366 in comparison with the prior year.

e At the end of the current fiscal year, unreserved fund balance for the general fund
was $8,608,934, or 5.82% of total general fund expenditures, and a31.22%
decrease compared to the prior year.

 The City of Akron’s total long-term debt decreased by $4,756,526 (0.70%) during
the current year. During the year the City of Akron issued $80,640,000 of G.O.
Bonds and retired $38,625,000 G.O. Bonds. Also during the year, the City issued
$31,940,000 Certificates of Participation, Series A (Parking Facilities Project) to
retire $21,820,000 G.O. Bonds.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the City of Akron’s
basic financial statements. The City of Akron’s basic financial statements are comprised
of the following: 1) government-wide financial statements, 2) fund financial statements,
and 3) notes to the financial statements. This report also contains required and other
supplementary information in addition to the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements are
designed to provide readers with a broad overview of the City of Akron’s finances in a
manner similar to a private sector business.

The statement of net assets presents information on all of the City of Akron’s assets and
liabilities, with the difference between the two reported as net assets. Over time,
increases or decreases in net assets may serve as a useful indicator of whether the
financial position of the City of Akron is improving or deteriorating.
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The statement of activities presents information showing how the City’s net assets
changed during the most recent fiscal year. All changes in net assets are reported as soon
as the underlying event giving rise to the change occurs, regardless of the timing of
related cash flows. Thus, revenues and expenses are reported in this statement for some
items that will only result in cash flows in future fiscal periods (e.g., uncollected taxes
and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City of
Akron that are principally supported by taxes and intergovernmental revenues
(governmental activities) from other functions that are intended to recover all or a
significant portion of their costs through user fees and charges (business type activities).
The governmental activities of the City of Akron include general government, public
service, public safety, community environment, public health and recreation and parks.
The business-type activities of the City of Akron include water, sewer, oil and gas, golf,
airport and off-street parking operations.

The government-wide financial statements can be found on pages 34 — 35 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to
maintain control over resources that have been segregated for specific activities or
objectives. The City of Akron, like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal
requirements. All of the funds of the City of Akron can be divided into three categories:
governmental funds, proprietary funds, and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial
statements. However, unlike the government-wide financial statements, governmental
fund financial statements focus on near-term inflows and outflows of spendable
resources, as well as on balances of spendable resources available at the end of the fiscal
year. Such information may be useful in evaluating a government’s near-term financing
requirements.

Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental
funds with similar information presented for governmental activities in the government-
wide financial statements. By doing so, readers may better understand the long-term
impact of the government’s near-term financing decisions. Both the governmental fund
balance sheet and the governmental fund statement of revenues, expenditures, and
changes in fund balances provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.

The City of Akron maintains 49 individual governmental funds. Information is presented

separately in the governmental fund balance sheet and in the governmental fund
statement of revenues, expenditures, and changes in fund balances for the General Fund,
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Community Learning Centers Fund, CLC Bond Payment Fund and the Special
Assessment Bond Payment Fund, which are considered to be major funds. Data from the
other governmental funds are combined into a single, aggregated presentation. Individual
fund data for each of these nonmajor governmental funds is provided in the form of
combining statements elsewhere in this report.

The City of Akron adopts an annual appropriated budget for its General Fund, and for
special revenue, some debt service, enterprise and internal service funds. The General
Fund and Community Learning Centers Fund budgetary schedules (non-GAAP
budgetary basis) have been provided as Required Supplementary Information (RSI) to
demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 36-39 of this
report.

Proprietary funds. The City of Akron maintains two different types of proprietary funds.
Enterprise funds are used to report the same functions presented as business-type
activities in the government-wide financial statements. The City of Akron uses enterprise
funds to account for its water, sewer, oil and gas, golf, airport, and off-street parking
operations. Internal service funds are an accounting device used to accumulate and
allocate costs internally among the City of Akron’s various functions. The City of Akron
uses internal service funds to account for its vehicle maintenance, medical self-insurance,
workers® compensation self-insurance, other self-insurance costs, storeroom (providing
City-wide copy center, mailing operation and central storeroom), management
information systems (responsible for all data processing and computer operations of the
City), telephone system (with outside cable plant consisting of underground and aerial
wires and telephone cables), and engineering bureau (responsible for design and
construction for City streets, sidewalks, sewer and water utilities, bridges, and City
facilities). Because most of the internal services predominantly benefit governmental
rather than business-type functions, they have been included within the governmental
activities in the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The proprietary fund financial statements provide
separate information for the Water, Sewer, and Off-Street Parking operations, which are
considered to be major funds of the City of Akron. Conversely, the internal service funds
are combined into a single aggregated presentation in the proprietary fund financial
statements. Individual fund data for the nonmajor enterprise and the internal service
funds is provided in the form of combining statements elsewhere in this report.

The basic proprietary fund financial statements can be found on pages 40 — 45 of this
report.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit

of parties outside the government. Fiduciary funds are not reflected in the government-
wide financial statements because the resources of those funds are not available to
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support the City of Akron’s own programs. The accounting used for fiduciary funds is
much like that used for proprietary funds.

The basic fiduciary fund financial statements can be found on pages 46 — 47 of this
report.

Notes to the financial statements. The notes provide additional information that is
essential to a full understanding of the data provided in the government-wide and fund
financial statements. The notes to the financial statements can be found on pages 48-94
of this report.

Other information. In addition to the basic financial statements and accompanying
notes, this report also presents certain Required Supplementary Information (RSI)
concerning the City of Akron’s General Fund and Community Learning Centers Fund
budgetary comparison. Required Supplementary Information (RSI) can be found on
pages 95-99 of this report.

The combining statements referred to earlier in connection with nonmajor governmental
funds, enterprise funds and internal service funds are presented immediately following
the Required Supplementary Information (RSI) and can be found on pages 101-176 of
this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of a government’s
financial position. In the case of the City of Akron, assets exceeded liabilities by
$653,901,691 at the close of the most recent fiscal year.

By far the largest portion of the City of Akron’s net assets reflects its investment in
capital assets (e.g., land, buildings, machinery, and equipment), less any related debt used
to acquire those assets that is still outstanding. The City of Akron uses these capital assets
to provide services to the citizens; consequently, these assets are not available for future
spending. Although the City of Akron’s investment in its capital assets is reported net of
related debt, it should be noted that the resources needed to repay this debt must be
provided from other resources, since the capital assets themselves cannot be used to
liquidate these liabilities.

An additional portion of the City of Akron’s net assets (18%) is restricted for the
payment of debt service.

The City’s net assets increased by $16,748,324 during the current year. The net assets of

the governmental activities increased by $7,584,536 and business-type activities
increased by $9,163,788.
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Summary Statement of Net Assets
as of December 31, 2004 and 2005
(in thousands)

Governmental Activities Business-type Activities Total

2004 2005 2004 2005 2004 2005
Assets:
Current and other assets $ 439452 $ 447,892 $ 46,709 $ 37,595 $ 486,161 $ 485,487
Capital assets 681,568 699,437 456,347 465,432 1,137,915 1,164,869
Total assets $ 1,121,020 $ 1,147,329 $ 503,056 $ 503,027 $ 1,624,076 $ 1,650,356
Liabilities:
Long-term liabilities 580,239 632,264 153,414 144,342 733,653 776,606
Other liabilities 230,269 196,968 23,001 22,880 253,270 219,848
Total liabilities $ 810,508 $ 829232 $ 176,415 $ 167,222 $ 986,923 $ 996,454
Net assets:
Invested in capital assets
net of related debt 347,553 354911 305,497 312,958 653,050 667,869
Restricted 305,807 111,159 8,890 9,355 314,697 120,514
Unrestricted (342,848) (147,974) 12,255 13,492 (330,593) (134,482)
Total net assets $ 310,512 $ 318,096 $ 326,642 $ 335,805 $ 637,154 $ 653,901

Governmental activities. Revenues exceeded expenses by $6,924,000.

For the governmental activities, the unrestricted deficit results from having insufficient assets set side for
long-term obligations such as compensated absences. The City finances such obligations on a year-to-
year basis as they come due and must be paid. The deficit is also a result of having ongoing capital
projects that are debt-financed.

The following table shows total revenues for 2005 were $24,498,000 higher than the prior year. Income
tax revenue increased by $12,415,000 over 2004 and shared revenues increased by $12,934,000 over
2004. Capital grants and contributions revenues decreased by $7,462,000 from the prior year. For the
remaining revenues, there was an increase of $6,611,000 over 2004. Expenses for 2005 were $13,407,000
higher than in 2004. The higher expenses were primarily in general government and community
environment.
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Changes in Net Assets
For Fiscal Year Ended December 31, 2004 and 2005
(in thousands)

Governmental Activities Business-type Activities Total
2004 2005 2004 2005 2004 2005
Revenues:
Program revenues:
Charges for services $ 32,726 $ 35351 $ 73,567 $ 75,037 $ 106,293 $ 110,388
Operating grants and contributions 18,799 20,737 - - 18,799 20,737
Capital grants and contributions 26,959 19,497 11,952 6,357 38911 25,854
General revenues:
Income taxes 114,352 126,767 - - 114,352 126,767
Property taxes 28,194 27,851 - - 28,194 27,851
JEDD revenues 13,607 13,947 - - 13,607 13,947
Investment earnings 2,620 6,196 109 281 2,729 6,477
Unrestricted shared revenues 32,235 45,169 - - 32,235 45,169
Miscellaneous 9,187 7,662 2,768 2,834 11,955 10,496
Total revenues $ 278,679 $ 303,177 $ 8839% $ 84,509 $ 367,075 $ 387,686
Expenses:
General government $ 33154 $ 53,063 $ - $ - $ 33,154 $ 53,063
Public service 57,321 54,923 - - 57,321 54,923
Public safety 106,915 104,849 - - 106,915 104,849
Community environment 25,985 21,514 - - 25,985 21,514
Public health 16,556 15,833 - - 16,556 15,833
Recreation and parks 5,035 7,603 - - 5,035 7,603
Interest on debt 27,403 27,078 - - 27,403 27,078
Unallocated depreciation 10,477 11,390 - - 10,477 11,390
Water - - 37,959 30,733 37,959 30,733
Sewer - - 37,798 37,225 37,798 37,225
Oil & gas - - 286 285 286 285
Golf course - - 1,366 1,382 1,366 1,382
Airport - - 713 765 713 765
Off-street parking - - 5,638 5,967 5,638 5,967
Total expenses 282,846 296,253 83,760 76,357 366,606 372,610
Changes in net assets before
transfers (4,167) 6,924 4,636 8,152 469 15,076
Gain (loss) on sale of capital assets (107) 1,659 4 13 (103) 1,672
Transfers (214) (998) 214 998 - -
Changes in net assets $ (4488 $ 7,585 $ 4,854 $ 9,163 $ 366 $ 16,748
Net assets - beginning 315,001 310,513 321,788 326,642 636,789 637,155
Net assets - ending $ 310,513 $ 318,098 $ 326,642 $ 335,805 $ 637,155 $ 653,903
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Expenses and Program Revenues - Governmental Activities

$120,000,000

$100,000,000

$80,000,000
$60,000,000 : Erx:;:n?;evenues
$40,000,000
$20,000,000
$0

General Public Service Public Safety =~ Community Public Health  Recreation &
Government Environment Parks

This chart shows the revenue generated by the various programs of the City of Akron and
the expenses relating to each program. The majority of the revenue that funds these
programs is reported in the financial statements as general revenues (e.g., income and
property taxes).
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Revenues by Sources Governmental Activities
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Business-type activities. Business-type activities increased the City of Akron’s net assets
by $9,163,788. Charges for services increased by $1,470,000 over the prior year due to
higher revenues in the Sewer Funds. Capital grants and contributions were lower than the
prior year by $5,595,000. The majority of this decrease was attributed to the Off-Street
Parking fund. In the Water Fund, expenses were $7,330,000 lower than in the previous
year.

FINANCIAL ANALYSIS OF THE GOVERNMENTAL FUNDS

As noted earlier, the City of Akron uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.

Governmental funds. The focus of the City of Akron’s governmental funds is to
provide information on near-term inflows, outflows, and balances of spendable resources.
Such information is useful in assessing the City of Akron’s financing requirements. In
particular, unreserved fund balance may serve as a useful measure of a government’s net
resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the City of Akron’s governmental funds reported
a combined ending fund balance of $250,958,172, an increase of $28,822,366 in
comparison to the prior year. The unreserved fund balance at the end of the current year
is $213,218,263. The remainder of fund balance is reserved to indicate that it is not
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available for new spending because it has already been committed (1) to liquidate
contracts and purchase orders of the prior period ($27,898,288) and (2) to reserve for
loans receivable ($9,841,621).

The General Fund is the chief operating fund of the City of Akron. At the end of the
current fiscal year, unreserved fund balance of the General Fund was $8,608,934, while
the total fund balance is $11,012,089. As a measure of the General Fund’s liquidity, it
may be useful to compare both unreserved fund balance and total fund balance to total
fund expenditures. Unreserved fund balance represents 5.82% of total General Fund
expenditures, while total fund balance represents 7.44% of that same amount.

The fund balance of the City of Akron’s General Fund decreased by $3,184,897 during
the current fiscal year. Key factors in this decrease are as follows:

Revenues as a whole increased by $10,488,690 (7.64 %) over the prior year.
Expenditures increased by $12,972,679 (9.61%) during the current year.
For the year, General Fund revenues were less than expenditures by $255,207.

Transfers of funds from the General Fund were higher than transfers to the
General Fund by $2,929,690.

The Community Learning Centers Fund has a total fund balance of $143,939,747. The
net increase in the Community Learning Centers Fund from the prior year was
$6,740,932. The increase in fund balance is due mainly to the following:

e Income tax revenue was $2,613,000 greater than the prior year.
e Investment earnings was $3,429,000 greater than the prior year.
e Payment of debt service was $6,212,000 higher than 2004.

For the current fiscal year in the CLC Bond Payment Fund, expenditures exceeded
investment earnings and other revenues by $5,555,218.

For fiscal year 2005 the Special Assessment Bond Payment Fund revenues and bond
proceeds exceeded expenditures by $282,313.
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Expenses and Program Revenues - Business-type Activities
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This chart shows the revenue generated by the various business-type activities of the City
of Akron and the expenses relating to each activity. The majority of the revenue that
funds these activities is reported in the financial statements as charges for services.
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Revenues by Sources - Business-type Activities
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Proprietary funds. The City of Akron’s proprietary funds provide the same type of
information found in the government-wide financial statements, but in more detail.

Unrestricted net assets of the Water fund at the end of the year were $5,450; for the
Sewer fund $15,976,734; and for the Off-Street Parking fund ($763,477). Net income for
the Water, Sewer and Off-Street Parking Funds were $4,634,152, $958,625, and
$3,494,646 respectively. Other factors concerning the finances of these funds have
already been addressed in the discussion of the City of Akron’s business-type activities.

GENERAL FUND BUDGETARY HIGHLIGHTS

During the year, revenues and other sources did not meet budgetary estimates by
$382,795 (0.26%). Income Taxes were $4,353,040 higher than budget, Local
Government Fund revenues were $1,729,981 higher than budget and State Taxes were
$1,071,273 higher than budget. Other Revenues were $7,484,698 lower than the
estimated budget.

The revised expenditures and other uses final budget amount increased by $3,807,320
(2.59%) over the original budget amount. The actual amount of expenditures and other
uses were $1,950,148 (1.29%) less than the final amended budget. In the Finance, Public
Safety, and Public Service Departments, expenditures were less than budget by $344,141,
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$321,119, and $438,950 respectively. Most of this is attributed to expenditures in the

Other category.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital assets. The City of Akron’s investment in capital assets for its government and
business-type activities as of December 31, 2005, amounts to $1,164,868,348 (net of
accumulated depreciation). This investment in capital assets includes land, buildings,
improvements other than buildings, equipment, and infrastructure. The total increase in
the City of Akron’s investment in capital assets for the current fiscal year was 2.37% (a

2.62% increase for governmental activities and a 1.99% increase for business-type

activities).

Major capital asset events during the current fiscal year included the following:

Land
Construction in
progress
Buildings
Improvements
Equipment

Infrastructure

City of Akron
Capital Assets

Improvements to the Bettes Corner Bridge - $3,216,000.
Improvements for ADA Access - $2,216,000.
Improvements to the combined sewer overflow rack storage basin -$10,506,000.
Replacement of water mains -$3,573,000.

(net of accumulated depreciation)

Governmental Activities Business-type Activities Total
2004 2005 2004 2005 2004 2005

$149,313,336 $150,847,187 $26,463,028 $26,478,028 $175,776,364  $177,325,215
59,538,957 60,392,386 29,747,482 34,961,109 89,286,439 95,353,495
124,286,215 122,347,208 81,117,981 83,612,876 205,404,196 205,960,084
76,513,287 79,843,813 237,211,465 229,765,021 313,724,752 309,608,834
13,968,544 12,027,370 5,579,089 4,143,815 19,547,633 16,171,185
257,947,965| 273,978,342 76,227,126 86,471,193 334,175,091 360,449,535

$681,568,304

$699,436,306

$456,346,171 8465,432,042

$1,137,914,475  $1,164,868,348

Additional information on the City of Akron’s capital assets can be found in Note 1. G.

on page 54 and Note 7 starting on page 63.
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Long-term debt. At the end of the current fiscal year, the City of Akron had total debt
outstanding of $675,500,283. All general obligation and special assessment bonds and
notes are backed by the full faith and credit of the City. The remainder of the City of
Akron’s debt represents bonds secured solely by specified revenue sources.

City of Akron
Outstanding Debt
Governmental Business-type
Activities Activities Total
2004 2005 2004 2005 2004 2005
General Obligation Bonds $ 186974564  $ 194886452 § 2856881 § 1,339,672 § 189,831,445  § 196,226,124
OPWC Loan 5,336,703 8,232,378 3,059,266 3,141,885 8,395,969 11,374,263
Ohio Department of
Development Loan 1,416,362 1,363,491 - 1,416,362 1,363,491
Non-Tax Revenue Bonds 27,725,000 26,325,000 - 27,725,000 26,325,000
Income Tax Revenue Bonds 220,625,000 217,585,000 220,625,000 217,585,000
Special Revenue Bonds 48,325,000 46,315,000 48,325,000 46,315,000
Special Assessment
Bonds and Notes 20,491,318 18,363,662 20,491,318 18,363,662
SIB Loan 7,758,500 9,955,500 - - 7,758,500 9,955,500
Mortgage Revenue Bonds - 54,035,000 49,205,000 54,035,000 49,205,000
Revenue Bonds 41,135,000 42,485,000 41,135,000 42,485,000
OWDA Loan 60,518,215 56,302,243 60,518,215 56,302,243

$ 518,652,447

$ 523,026,483  $ 161,604,362

$ 152,473,800

$ 680,256,809

$ 675,500,283

The City of Akron’s total debt outstanding decreased by $4,756,526 (0.70%) during the
current fiscal year.

During the current fiscal year the City issued $80,640,000 in general obligation bonds.
Out of the proceeds, $40,208,751 was used to provide cash and purchase U.S. Treasury
securities to refund $38,625,000 in general obligation bonds. The City also issued
$31,940,000 in Certificates of Participation, Series 2005-A (Parking Facilities Project).
Out of the proceeds, $23,002,932 was used to provide cash and purchase U.S. Treasury
securities to refund $21,820,000 in general obligation bonds.

The City of Akron’s General Obligation bond ratings are AA- from Fitch, Al from
Moody’s, and AA- from Standard & Poor’s. The insured Water and Sewer Revenue

bonds are rated AAA from Fitch, Aaa from Moody’s, and AAA from Standard & Poor’s.

The Ohio Revised Code provides that the outstanding general obligation bonds less self-
supporting debt (e.g., income tax-backed projects) of the municipal corporation, whether
or not approved by the electors, shall not exceed 10.5% of the assessed value of all
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property in the municipal corporation as listed and assessed for taxation. In addition, the
unvoted net debt of municipal corporations cannot exceed 5.5% of total assessed value of
property. The City of Akron’s total debt limit (10.5%) is $352,287,495, and the total
unvoted net debt limit (5.5%) is $184,531,545.

Additional information on the City of Akron’s long-term debt can be found in Notes 10-
12 on pages 70-87.

Economic Factors and Next Year’s Budgets and Rates

e Akron’s average annual unemployment rate at year-end was 6.6%, compared to
7.1% in the prior year.

e The City of Akron budgeted income tax collections will remain at the same level
as 2005.

In the 2006 budget, the General Fund unencumbered fund balance is projecting a
$279,201 increase.

Request for Information

This financial report is designed to provide a general overview of the City of Akron’s
finances for all those with an interest in the government’s finances. Questions
concerning any of the information provided in this report or request for additional
information should be addressed to the Office of the Finance Director, Municipal
Building, Room 205, 166 South High Street, Akron, Ohio 44308.
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Assets
Current assets
Pooled cash and investments
Restricted cash and investments
Receivables, net
Loans receivable
Due from other governments
Internal balances
Inventories, at cost
Total current assets

Noncurrent assets:
Receivables, net
Loans receivable
Unamortized bond issue costs
Deposits
Capital assets:
Land and construction in progress
Other capital assets, net
Total noncurrent assets
Total assets

Liabilities
Current liabilities:

Accounts payable and other accrued liabilities

Customer deposits

Due to other governments

Deferred revenue

Matured bonds and interest payable

Accrued interest payable

Accrued wages

Accrued vacation and leave

COPs and obligations under capital lease

Liability for unpaid claims

Bonds, notes and loans payable
Total current liabilities

Noncurrent liabilities:
COPs and obligations under capital lease
Liabilities due in more than one year
Deferred charges and other liabilities
Bonds, notes and loans payable
due in more than one year

Total noncurrent liabilities
Total liabilities

Net Assets
Invested in capital assets, net of related debt
Restricted for debt service
Unrestricted (deficit)

Total net assets

Exhibit 1

City of Akron, Ohio
Statement of Net Assets
December 31, 2005
Governmental Business-type
Activities Activities Total

$ 10,082,981 $ 10,169,871 § 20,252,852
148,300,167 11,097,264 159,397,431
89,780,049 8,737,056 98,517,105

460,171 - 460,171

14,920,264 6,042,814 20,963,078

2,491,181 (2,491,181) -

964,944 2,720,763 3,685,707

266,999,757 36,276,587 303,276,344
95,756,785 - 95,756,785
9,381,450 - 9,381,450

4,579,171 1,318,298 5,897,469
71,175,161 - 71,175,161
211,239,573 61,439,137 272,678,710
488,196,733 403,992,905 892,189,638
880,328,873 466,750,340 1,347,079,213
1,147,328,630 503,026,927 1,650,355,557
19,446,259 5,059,503 24,505,762

648,701 636,373 1,285,074

2,360,194 29,023 2,389,217
128,779,723 1,298 128,781,021

256,131 - 256,131

2,372,771 2,196,620 4,569,391

4,018,078 558,359 4,576,437

11,605,478 1,453,974 13,059,452

3,040,525 - 3,040,525

5,213,302 - 5,213,302
19,226,817 13,625,047 32,851,864
196,967,979 23,560,197 220,528,176
61,083,626 - 61,083,626
57,189,042 5,309,213 62,498,255
18,292,328 (496,704) 17,795,624
495,699,432 138,848,753 634,548,185
632,264,428 143,661,262 775,925,690
829,232,407 167,221,459 996,453,866
354,911,430 312,958,242 667,869,672
111,158,992 9,355,201 120,514,193
(147,974,199) 13,492,025 (134,482,174)

$ 318,096,223 § 335,805,468 $ 653,901,691

The notes to the financial statements are an integral part of this statement.
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Assets

Pooled cash and investments

Restricted cash and investments

Receivables, net of all for llectibl
Loans receivable

Due from other governments

Due from other funds

Deposits

Total assets

Liabilities

Accounts payable
Customer deposits

Due to other govemnments
Due to other funds

Due to others

Deferred grant revenue
Deferred revenue
Matured bonds payable
Matured interest payable
Accrued liabilities
Accrued wages

Accrued vacation and leave

Total liabilities
Fund balances

Reserved for encumbrances
Reserved for loans receivable

Unreserved desi; d for p brances reported in
general fund

Unreserved desi; d for p t es reported in
special revenue funds

Unreserved desi d for pre- t reported in
debt service funds

Unreserved desi d for pre- t reported in
capital project funds

Unreserved reported in general fund
Unreserved reported in special revenue funds
Unreserved reported in debt service funds
Deficit reported in capital project funds

Total fund balances

Total liabilities and fund balances

The notes to the financial statements are an integral part of this statement.

City of Akron, Ohio

Balance Sheet - Governmental Funds

Exhibit 3

December 31, 2005
Community Special CLC Bond Other Total
Learning Assessment Payment Governmental Governmental
General Centers Bond Payment Fund Funds Funds

- 3 4,905,935 $ - 3 - 3 8,549,271 $ 13,455,206

- 133,983,637 341371 14,941 13,960,218 148,300,167
50,258,706 87,181,242 24,950,719 - 23,021,510 185,412,177
568,032 - - - 9,273,589 9,841,621
659 - - - 4,150,739 4,151,398
6,217,549 2,785,018 - - 33,538,471 42,541,038
- - - 71,175,161 - 71,175,161
57,044946 § 2=28 855,832 § 25,292,090 § 71,190,102 § 92,493,798 $ 474,876,768
5,020,777 $ 2,062 $ - 3 - 3 3,058,887 $ 8,081,726
- - - - 648,701 648,701

- - - - 5,951,194 5,951,194

920,381 43 - - 37,502,460 38,422,884

- - - - 555,403 555,403

3,407 - - - 1,870,940 1,874,347
33,224,425 84,913,980 22,950,719 - 15,182,979 156,272,103
- - - - 205,000 205,000

- - - - 51,131 51,131
3,783,819 - - - 3,901,033 7,684,852
2,844,516 - - - 920,554 3,765,070
235,532 - - - 170,653 406,185
46,032,857 84,916,085 22,950,719 - 70,018,935 223,918,596
1,835,123 19,925 - - 26,043,240 27,898,288
568,032 - - - 9,273,589 9,841,621
127,555 - - - - 127,555

- - - - 591,505 591,505

- - - - 84 84

- - - - 666,181 666,181
8,481,379 - - - - 8,481,379
- 143,919,822 - - 11,303,513 155,223,335

- - 2,341,371 71,190,102 11,213,379 84,744,852
- - - - (36,616,628) (36,616,628)
11,012,089 143,939,747 2,341,371 71,190,102 22,474,863 250,958,172
57,044,946 $ 28 855832 § 25292090 $ 71,190,102 $ 92,493,798 $ 474,876,768
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Exhibit 3a

City of Akron, Ohio
Reconciliation of the Balance Sheet to the Statement of Net Assets - Governmental Funds
December 31, 2005
Total fund balances for governmental funds (Exhibit 3) $ 250,958,172

Total net assets reported for governmental activities in the statement of net assets
is different because:

Investments in City of Akron issued bonds and notes are eliminated in the
government-wide statement of net assets. (8,100,234)

Capital assets used in governmental activities (excluding internal service fund capital
assets) are not financial resources and therefore are not reported in the funds. 696,003,753

Other long-term assets are not available to pay for current period expenditures and,
therefore, are deferred in the funds.

Income taxes 9,878,838
JEDD revenues 612,606
Special assessments 10,432,530
Shared revenues 8,442,753
29,366,727
The assets and liabilities of the internal service funds are included in the governmental
activities in the statement of net assets. (10,079,465)
Long-term liabilities including bonds payable and accrued interest payable
are not due and payable in the current period and therefore are not reported in the funds.
Accounts payable and other accrued liabilities (1,670,316)
Due to other governments (5,133,000)
Accrued interest payable (2,371,914)
Accrued vacation and leave (49,425,570)
Bonds, notes and loans payable (514,692,639)
Obligations under capital lease (63,815,000)
Unamortized bond premium (18,292,328)
Unamortized bond issue cost 4,579,171
(650,821,596)
OPWTC loan funds not drawn down, therefore, receivable not reflected in the funds. 10,768,866
Total net assets of governmental activities (Exhibit 1) $ 318,096,223

The notes to the financial statements are an integral part of this statement.
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Exhibit 4
City of Akron, Ohio

Statement of Revenues, Expenditures and Changes in Fund Balances - Governmental Funds

For the Year Ended December 31, 2005

Ci ity Special CLC Other Total
Learning Assessment Bond Payment Governmental Governmental
General Centers Bond Payment Fund Funds Funds
Revenues
Income taxes $ 76,696,746 $ 12,433,025 44,192 § - 8 35,398,351 $ 124,572,314
Property taxes 17,838,683 - - - 10,058,188 27,896,871
JEDD revenues 800,000 - - - 13,257,613 14,057,613
Special assessments 46,371 - 4,133,605 - 9,056,655 13,236,631
Grants and subsidies:
Community development - - - - 12,861,997 12,861,997
Other 236,779 - - - 13,606,842 13,843,621
Investment earnings 1,092,805 4,718,653 117,236 62,302 1,276,261 7,267,257
Shared revenues 25,658,705 - - 4,663,510 15,944,406 46,266,621
Licenses, fees and fines 9,056,271 - - - 1,585,950 10,642,221
Charges for services 15,409,965 - - - 8,873,350 24,283,315
Miscellaneous 878,155 2,205 68,266 - 9,732,495 10,681,121
147,714,480 17,153,883 4,363,299 4,725,812 131,652,108 305,609,582
Expenditures
Current:
General government 22,227,105 123,737 392,994 5,430 15,783,637 38,532,903
Public service 20,763,786 32,523 - - 66,471,392 87,267,701
Public safety 89,723,742 - - - 14,736,285 104,460,027
Community environment 1,463,490 359,942 - 7,231,587 14,940,455 23,995,474
Public health 7,298,911 - - - 8,454,591 15,753,502
Recreation and parks 6,382,256 - - - 1,198,525 7,580,781
Capital outlay - - - - 192,958 192,958
Debt service:
Principal retirement 66,479 2,238,790 5,617,956 506,210 25,417,838 33,847,273
Interest 43,918 7,693,959 445,036 2,537,803 8,343,443 19,064,159
Bond issuance expenditures - - - - 2,215,424 2,215,424
147,969,687 10,448,951 6,455,986 10,281,030 157,754,548 332,910,202
Excess (deficiency) of revenues over expenditures (255,207) 6,704,932 (2,092,687) (5,555,218) (26,102,440) (27,300,620)
Other financing sources (uses)
Issuance of general obligation bonds - - 2,375,000 - 50,360,419 52,735,419
Issuance of general obligation notes - - - - 1,115,300 1,115,300
Premium on G.O. Debt - - - - 7,289,095 7,289,095
Issuance of refunding obligations - - - - 95,235,000 95,235,000
Payment for refund obligations - - - - (96,873,368) (96,873,368)
Transfers-in 3,970,317 - - - 12,069,774 16,040,091
Transfers-out (6,900,007) - - - (12,518,544) (19,418,551)
(2,929,690) - 2,375,000 - 56,677,676 56,122,986
Net change in fund balance (3,184,897) 6,704,932 282,313 (5,555,218) 30,575,236 28,822,366
Fund balances (deficit), January 1, 2005 14,196,986 137,234,815 2,059,058 76,745,320 (8,100,373) 222,135,806
Fund balances, December 31, 2005 $ 11,012,089 $ 143,939,747 2,341,371 § 71,190,102 § 22,474,863 $ 250,958,172

The notes to the financial statements are an integral part of this statement.
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City of Akron, Ohio

Exhibit 4a

Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances

to the Statement of Activities - Governmental Funds

For the Year Ended December 31, 2005

Increase in fund balances - total governmental funds (Exhibit 4)

Amounts reported for governmental activities in the statement of activities are
different because:

Governmental funds report capital outlays as expenditures. However, in the statement
of activities the cost of those assets, which meet capitalization requirements, is
allocated over their estimated useful lives and reported as depreciation expense. This

is the amount by which capital outlays ($39,175,627) exceeded depreciation ($20,542,143)

in the current period.
The net effect of selling capital assets decreased net assets.

Revenues in the statement of activities that do not provide current financial resources
are not reported as revenues in the funds.

The issuance of long-term debt provides current financial resources to governmental
funds, while the repayment of principal of long-term debt consumes the current
financial resources of governmental funds. Neither transaction, however, has any
effect on net assets. Also, governmental funds report the effect of premiums and
deferred amount on refundings when debt is first issued, whereas these amounts are
deferred and amortized in the statement of activities. The amount is the net effect of
these differences in the treatment of long-term debt and related items.

Issuance of debt

Payment of debt

Premium on debt

Bond issuance expenditures

Some of the expenses reported in the statement of activities do not require the use of
current financial resources and, therefore, are not reported as expenditures in
governmental funds.

Certain net revenues (expenses) of the internal service funds are reported with
governmental activities in the statement of activities.

Decrease in net assets of governmental activities (Exhibit 2)

The notes to the financial statements are an integral part of this statement.
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$ 28,822,366
18,633,484
1,659,116
1,509,486
(149,085,719)
130,720,641
(7,289,095)
2,215,424
(23,438,749)

(18,574,125)
(1,027,042)
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Assets

Current assets
Pooled cash and investments
Restricted cash and investments
Receivables, net of allowances

for uncollectibles

Due from other governments
Due from other funds
Inventories, at cost

Total current assets

Noncurrent assets
Unamortized bond issue costs
Property, plant and equipment,
net of accumulated depreciation
Total noncurrent assets

Total assets

Liabilities
Current liabilities
Accounts payable
Customer deposits
Due to other governments
Due to other funds
Deferred grant revenue
Accrued interest payable
Accrued liabilities
Accrued wages
Accrued vacation and leave
Obligations under capital lease
Liability for unpaid claims
Debt:
General obligation bonds
Mortgage revenue bonds
Revenue bonds
OWDA loans
OPWC loans
Total current liabilities

Noncurrent liabilities
Obligations under capital lease
Due in more than one year

Deferred charges and other liabilities

Bonds, notes, and loans
Total noncurrent liabilities

Total liabilities

Net assets

Invested in capital assets net of related debt

Restricted for debt service
Unrestricted (deficit)

Total net assets

City of Akron, Ohio

Statement of Net Assets - Proprietary Funds

December 31, 2005
Other
Off-Street Enterprise
Water Sewer Parking Funds

1,417,739 § 8,148810 $ 86,756 516,566
4,376,958 6,720,306 - -
3,554,460 5,100,156 25,028 57,412
149,195 5,892,772 - 847

- 303,205 - 6,810

1,521,507 1,152,455 - 46,801
11,019,859 27,317,704 111,784 628,436
751,215 567,083 - -
142,348,892 239,795,090 72,902,982 10,385,078
143,100,107 240,362,173 72,902,982 10,385,078
154,119,966 267,679,877 73,014,766 11,013,514
931,188 1,340,722 788,194 56,108
636,373 - - -

- 29,023 - -

629,366 554,962 83,936 398,966

- - - 1,298

991,303 1,202,186 3,131 -
866,191 1,045,492 - 31,608
341,080 195,580 - 21,699
874,849 509,876 - 69,249
304,660 81,772 31,017 -
4,980,000 - - -

- 2,820,000 - -

1,250,817 3,950,650 - -
95,958 110,173 - -
11,901,785 11,840,436 906,278 578,928
2,943,903 2,103,086 - 262,224
(758,669) 261,965 - -
57,424,543 80,684,625 739,585 -
59,609,777 83,049,676 739,585 262,224
71,511,562 94,890,112 1,645,863 841,152
78,292,914 152,147,870 72,132,380 10,385,078
4,310,040 5,045,161 - -
5,450 15,596,734 (763,477) (212,716)
82,608,404 $ 172,789,765 $ 71,368,903 $ 10,172,362

Adjustment to reflect the consolidation of internal service fund activities related to enterprise funds:

Net assets of business-type activities

The notes to the financial statements are an integral part of this statement.
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Exhibit 5
City of Akron, Ohio

Statement of Net Assets - Proprietary Funds

December 31, 2005
Governmental
Activities-
Internal
Total Service Funds
$ 10,169,871 §$ 4,728,009
11,097,264 -
8,737,056 124,657
6,042,814 -
310,015 1,604,682
2,720,763 964,944
39,077,783 7,422,292
1,318,298 -
465,432,042 3,432,553
466,750,340 3,432,553
505,828,123 10,854,845
3,116,212 579,203
636,373 -
29,023 -
1,667,230 4,365,621
1,298 -
2,196,620 857
1,943,291 1,880,759
558,359 253,008
1,453,974 688,412
- 189,379
- 5,213,302
417,449 31,981
4,980,000 -
2,820,000 -
5,201,467 -
206,131 -
25,227,427 13,202,522
- 119,772
5,309,213 8,544,353
(496,704) -
138,848,753 201,629
143,661,262 8,865,754
168,888,689 22,068,276
312,958,242 2,889,792
9,355,201 -
14,625,991 (14,103,223)

$ (11,213,431)

(1,133,966)
$ 335,805,468
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Assets
Cash and investments

Total assets
Liabilities
Due to other governments

Total liabilities

Net assets

Exhibit 8

City of Akron, Ohio
Statement of Net Assets
Fiduciary Funds
December 31, 2005
Private Municipal
Purpose Court
Trust Agency
Funds Fund
$ 4,616 $ 865,350
4,616 $ 865,350
- 865,350
- 865,350
$ 4,616 $ -

The notes to the financial statements are an integral part of this statement.
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City of Akron, Ohio

Statement of Changes in Fiduciary Net Assets
Private Purpose Trust Funds

For theYear Ended December 31, 2005

Private
Purpose
Trust
Funds
Additions
Contributions $ 11,919
11,919
Deductions
Education and awareness 9,919
9,919
Change in net assets 2,000
Net assets, January 1, 2005 2,616
Net assets, December 31, 2005 $ 4,616

The notes to the financial statements are an integral part of this statement.
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City of Akron, Ohio
Notes to the Financial Statements
Year Ended December 31, 2005
Summary of Significant Accounting Policies

The City of Akron (the City) was incorporated in 1836 and is a home rule municipal corporation under
the laws of the State of Ohio. The City operates under a Council-Mayor form of government and
provides the following services as authorized by its Charter: public safety, public service, public
health, recreation and development. The accompanying financial statements comply with the
provisions of the Governmental Accounting Standards Board (GASB) Statement No. 14, The
Financial Reporting Entity, and Statement No. 39, Determining Whether Certain Organizations Are
Component Units, in that the financial statements include those activities and functions for which the
City is accountable. The City has no component units as defined by GASB 14 and 39. The City is
associated with certain organizations which are defined as jointly governed organizations. These
organizations are presented in Note 22 to the basic financial statements. These organizations are the
Akron Metropolitan Area Transportation Study (AMATS) and the Akron/Summit Convention and
Visitors’ Bureau. The accounting policies and financial reporting practices of the City conform to
accounting principles generally accepted in the United States of America (GAAP) as applicable to
governmental units.

The following is a summary of the more significant policies followed during the preparation of the
accompanying financial statements.

A. Government-wide and fund financial statements

GASB Statement No. 34, Basic Financial Statements — and Management’s Discussion and
Analysis — for State and Local Governments establishes requirements and a reporting model
for the annual financial reports of state and local governments. The Statement was developed
to make annual reports easier to understand and more useful to the people who use
governmental financial information to make decisions. Financial information of the City is
presented in the following format:

Basic Financial Statements:

1. Government-wide financial statements consist of a statement of net assets and a
statement of activities.

These statements report all of the assets, liabilities, revenues, expenses, and gains
and losses of the City. Governmental activities are reported separately from
business-type activities. Governmental activities are normally supported by taxes
and intergovernmental revenues whereas business-type activities are normally
supported by fees and charges for services and are usually intended by
management to be financially self-sustaining. Fiduciary funds of the City are not
included in these government-wide financial statements.

Interfund receivables and payables, and bonds and notes issued by the City and
held by the City as investments, within governmental and business-type activities
have been eliminated in the government-wide statement of net assets. Related
interest amounts are eliminated in the government-wide statement of activities.
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Summary of Significant Accounting Policies (Continued)

These eliminations minimize the duplicating effect on assets and liabilities within
the governmental and business-type activities total column.

Internal service net assets, whether positive or negative, have been eliminated
against the expenses and program revenues shown in the governmental activities
statement of activities.

The statement of activities presents a comparison between direct expenses and
program revenues for the different business-type activities of the City and for each
function of the City’s governmental activities.

Direct expenses are those that are specifically associated with a program or
function and, therefore, are clearly identifiable to a particular function. Program
revenue includes (a) charges paid by the recipients of goods or services offered by
the programs and (b) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular program. Revenues that are not
classified as program revenues, including all taxes, are presented as general
revenues.

2. Fund financial statements consist of a series of statements focusing on information
about the City’s major governmental and enterprise funds. Separate statements are
presented for the governmental, proprietary, and fiduciary funds.

The City’s major governmental funds are the General Fund, the Community
Learning Centers (CLC) fund, Special Assessment Bond Payment Fund, and CLC
Bond Payment fund. Of the City’s business-type activities, the Water, Sewer, and
Off-Street Parking funds are considered major funds.

The General Fund is the primary operating fund of the City. It is used to account
for all financial resources except those required to be accounted for in other funds.
Its revenues consist primarily of income and property taxes, investment earnings,
shared revenues, charges for services, and licenses, fees, and fines.

General fund expenditures represent costs of general government, public service
(including sanitation and recycling collection), public safety (including police and
fire), community environment, public health, and recreation and parks. General
Fund resources are also transferred annually to support other services which are
accounted for in other separate funds.

The Special Assessment Bond Payment Fund is used to account for the
accumulation of resources for, and the payment of, special assessment debt
principal and interest and related costs. Revenues consist primarily of special
assessment collections.

The Community Learning Centers (CLC) fund is used to account for the daily
activity relating to the CLC project. The primary sources of revenue are City
income tax, bond proceeds, interest and funding from Akron City School District.
The CLC Bond Payment fund relates to the same project and is used for the
accumulation of resources for, and the payment of, income tax revenue debt
principal and interest and related costs.
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1.

Summary of Significant Accounting Policies (Continued)

The Water enterprise fund accounts for financial activity related to operating the
City’s water supply, treatment and distribution system. In addition to over 83,000
customers in the City, the Water enterprise fund also serves five other
municipalities and parts of six adjacent townships. Revenues consist primarily of
charges for services.

The Sewer enterprise fund accounts for the financial activity related to operating
the City’s wastewater collection and treatment system that serves the City and
twelve other subdivisions. Revenues consist primarily of charges for services.

The Off-Street Parking fund accounts for the financial activity related to operating
the City’s parking facilities located throughout the downtown area. Revenues
consist almost exclusively of charges for services.

While not considered major funds, the City maintains internal service funds used
to account for the financing of goods or services provided by one department or
division to another department or division of the City, generally on a cost-
reimbursement basis. The three largest of these funds account for the motor
equipment, engineering, and management information systems services. In
addition, the City also maintains internal service funds to account for the financial
activity relating to self-insurance. The three largest of these funds account for
workers’ compensation, medical, and judgment and claims self-insurance activity.

3. Notes to the financial statements provide information that is essential to a user’s
understanding of the basic financial statements.

Required Supplementary Information:

Required supplementary information such as management’s discussion and analysis and
budgetary comparison schedules are also required by GASB Statement No.34.

B. Financial reporting presentation

The accounts of the City are organized on the basis of funds, each of which is considered a
separate accounting entity. The operations of each fund are accounted for with a separate set
of self-balancing accounts that comprise its assets, liabilities, fund balance (equity), revenues,
and expenditures (expenses). The fund types and classifications that the City reports are as
follows:

GOVERNMENTAL FUNDS

1. General Fund — The General Fund is the general operating fund of the City and is
appropriated. It is used to account for all financial resources except those required to
be accounted for in another fund.

2. Special Revenue Funds — Special revenue funds are used to account for revenues
derived from specific taxes, grants, or other restricted revenue sources. The uses and
limitations of each special revenue fund are specified by City ordinances or federal or
state statutes.

50



1.

Summary of Significant Accounting Policies (Continued)

3.

Debt Service Funds — Debt service funds are used to account for the accumulation of
resources for, and the payment of, general long-term debt principal, interest, and
related costs.

Capital Projects Funds - The capital projects funds are used to account for financial
resources used for the acquisition or construction of major capital projects (other than
those financed by proprietary funds).

Permanent Funds — Permanent funds are for the purpose of accounting for resources
that are legally restricted to the extent that earnings, and not principal, may be used for
purposes that support the reporting government’s programs. The City, however, does
not utilize permanent funds at this time.

PROPRIETARY FUNDS

Enterprise Funds - The enterprise funds are used to account for the operations that
are financed and operated in a manner similar to private business enterprises, where
the intent of the governing body is that costs of providing goods or services to the
general public on a continuing basis be financed or recovered primarily through user
charges.

Internal Service Funds - The internal service funds are used to account for the
financing of goods or services provided by one department to other departments or to
other governments on a cost-reimbursement basis.

FIDUCIARY FUNDS

Private-Purpose Trust Funds — Private-purpose trust funds are used to account for
other trust arrangements which benefit individuals, private organizations, or other
governments. For accounting measurement purposes, the private-purpose trust funds
are accounted for using the economic resources measurement focus (essentially the
same manner as proprietary funds). The City utilizes three private-purpose trust
funds. The Claire Merrix Trust was established in memory of a former City of Akron
employee and is to fund tennis-related activities; the Holocaust Memorial Trust pays
for annual holocaust services throughout the City; and the Police/Fire Beneficiary
Trust was recently established to provide scholarships for dependents of those serving
in the Police and Fire departments.

Agency Funds — Agency funds are used to account for assets held by the City as an
agent for individuals, private organizations, and other governments. For accounting
measurement purposes, the agency funds are custodial in nature (assets equal
liabilities) and do not involve measurement of results of operations. The City’s only
agency fund is the Municipal Court Agency Fund and it is used to account for assets
held by the Municipal Court Clerk for individuals, private organizations and other
governments.

Other Fiduciary Funds — Other fiduciary funds include pension trust funds and
investment trust funds. The City does not utilize any such trust funds.

Fiduciary Funds are not included in the government-wide statements.
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1.

Summary of Significant Accounting Policies (Continued)

C.

Measurement focus and basis of accounting

Except for budgetary purposes, the basis of accounting used by the City conforms to
accounting principles generally accepted in the United States of America (GAAP) as
applicable to governmental units. The accounting and financial reporting treatment applied to
a fund is determined by its measurement focus.

The government-wide, proprietary, and fiduciary fund financial statements are reported using
the economic resources measurement focus and the full accrual basis of accounting except
agency funds because they are custodial in nature. Revenues are recorded when earned and
expenses are recorded at the time liabilities are incurred, regardless of when the related cash
flows take place. Nonexchange transactions, in which the City gives (or receives) value
without directly receiving (or giving) equal value in exchange, include income taxes, property
taxes, grants, shared revenue, and donations. On a full accrual basis, revenue from income
taxes is recognized in the period in which the taxpayer’s liability occurs and revenue from
property taxes is recognized in the fiscal year for which the taxes are levied. On a full accrual
basis, revenue in the form of shared revenue is recognized when the provider government
recognizes its liability to the City. Revenue from grants and donations is recognized in the
fiscal year in which all eligibility requirements have been satisfied.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Under this method,
revenues are recognized when both measurable and available. Revenues are considered to be
available when they are collected within the current period or soon enough thereafter to pay
liabilities of the current period. The City generally considers all revenues reported in the
governmental funds to be available if the revenues are collected within sixty days after year-
end. Expenditures are generally recorded when the related fund liability is incurred, except
for principal and interest on general long-term debt, claims and judgments, and compensated
absences, which are recognized as expenditures only when payment is due. General capital
asset acquisitions are reported as expenditures in governmental funds. Proceeds of general
long-term debt are reported as other financing sources.

In applying the susceptible-to-accrual concept under the modified accrual basis, the following
revenue sources are deemed both measurable and available (i.e., collectible within the current
year or within sixty days after year-end and available to pay obligations of the current period).
These include income taxes, JEDD revenues, investment earnings, shared revenues, and a
portion of special assessments. Reimbursements due for federally funded projects are accrued
as revenue at the time the expenditures are made or, when received in advance, deferred until
expenditures are made. Property taxes and the balance of special assessments, though
measurable, are not available soon enough in the subsequent year to finance current period
obligations. Therefore, property tax and the balance of special assessment receivables are
recorded and deferred until they become available. Other revenues, including licenses, fees
and fines, and charges for services are recorded as revenue when received in cash because
they are generally not measurable until actually received. The City applies restricted
resources first when an expenditure is incurred for purposes for which both restricted and
unrestricted net assets are available.

Pursuant to GASB Statement No. 20, Accounting and Financial Reporting for Proprietary
Funds and Other Governmental Entities that use Proprietary Fund Accounting, the City
follows GASB guidance as applicable to its governmental and business-type activities, and
Financial Accounting Standards Board Statements and Interpretations, Accounting Principles
Board Opinions, and Accounting Research Bulletins issued on or before November 30, 1989
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Summary of Significant Accounting Policies (Continued)

that do not conflict with or contradict GASB Pronouncements. The City does not apply FASB
pronouncements subsequent to November 30, 1989 to its business-type activities and

enterprise fund statements. The City applies all applicable and effective pronouncements
issued by the GASB.

Proprietary fund operating revenues, such as charges for services, result from exchange
transactions associated with the principal activity of the fund. Exchange transactions are those
in which each party receives and gives up essentially equal values. Non-operating revenues,
such as rental revenue and connection fees, result from ancillary activities. Operating
expenses are necessary costs incurred to provide the good or service that is the primary
activity of the fund.

D. Budgetary Procedures
The City Council follows these procedures in establishing the budgetary data.

09) The Mayor submits to the City Council a proposed operating budget for the fiscal year
commencing January 1. The operating budget includes proposed expenditures and the
means of financing them.

) Public hearings are conducted to obtain taxpayer comments.
3) According to state law, the budget must be enacted through passage of an ordinance
by April 1.

“4) The City Finance Director is authorized by City Council to transfer funds already
appropriated within departments within any fund or category of expenditures;
however, any revisions that alter the total appropriation of said department must be
individually approved by the City Council. During 2005, supplemental appropriations
were passed by City Council. The effects of these supplemental appropriations were
not material in relation to the original appropriations.

®) Encumbrance accounting is employed in governmental funds. Encumbrances (e.g.,
purchase orders, contracts) outstanding at year-end are reported as reservations of
fund balances and do not constitute expenditures or liabilities because the
commitments will be reappropriated and honored during the subsequent year.
Unencumbered appropriations lapse at year-end.

E. Cash, Cash Equivalents, and Investments

Cash balances of the individual funds are combined to form a pool of cash held by the City
Treasurer and invested in authorized investments (see Note 2). Earnings from these
investments are credited to the General Fund in accordance with the City Charter except
where the terms of a grant or regulation specify otherwise. Certain cash balances are held on
behalf of the City by outside agents (see Note 2). Earnings from these investments are
credited to the General Fund and certain other funds pursuant to the City Charter and federal
and state requirements.

Investments are stated at fair value. Changes in fair value are recorded as a component of
investment earnings.

For purposes of the Statement of Cash Flows, equity in pooled cash and investments, as well
as segregated investments with original maturities of three months or less at the time they are
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Summary of Significant Accounting Policies (Continued)

purchased by the City, are considered to be cash equivalents. Investments with maturities of
more than three months are not considered to be cash equivalents.

F. Inventories — Inventories are valued at cost (first-in, first-out) and adjusted to annual physical
counts which are then maintained on a perpetual basis until the end of the year.

G. Capital Assets — Capital assets, which include property, plant, equipment, and infrastructure
assets (e.g., roads, bridges, sidewalks, and similar items), are reported in the applicable
governmental or business-type activities columns in the government-wide financial statements
to the extent the City’s capitalization threshold is met. The City defines capital assets as assets
with an estimated useful life in excess of five years and an individual cost of more than $5,000
for land; $10,000 for equipment and vehicles; $25,000 for land improvements, buildings, and
improvements other than buildings; and $100,000 for infrastructure. Assets are recorded at
historical cost or estimated historical cost if historical cost is not available. Contributed
capital assets are recorded at their estimated fair market value at the date contributed.
Infrastructure acquired prior to fiscal years ended after June 30, 1980, is also reported as a
component of the above-mentioned capital assets.

Capital assets in the proprietary funds are capitalized in the fund in which they are utilized.
The valuation bases for proprietary fund capital assets are the same as those used for the
governmental capital assets. Interest accrued during the construction of capital assets utilized
by the proprietary funds is also capitalized.

Costs for maintenance and repairs are expensed when incurred. However, costs for repairs
and upgradings that materially add to the value or life of an asset and meet the above criteria
are capitalized.

The City depreciates capital assets on a straight-line basis, half-year convention, using the
following estimated useful lives:

Asset Years
Buildings, bridges, and storm sewers 50
Improvements, skywalks, and paving 40
Sewer and water mains 40
Sidewalks, curbs, electrical and lighting 30
Traffic control system and bridge repairs 25
Land improvements 20
Equipment 5-20
CLC Building Equity Interest 50
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Summary of Significant Accounting Policies (Continued)

H.

Compensated Absences — Vacation, paid leave, and compensatory time benefits are accrued
as liabilities as the benefits are earned if the employees’ rights to receive compensation are
attributable to services already rendered and it is probable that the City will compensate the
employees for the benefits through paid time off or some other means. The City records a
liability for accumulated, unused vacation, paid leave, and compensatory time when earned for
all employees.

Sick leave benefits are accrued as a liability using the vesting method. An accrual for sick
leave is made to the extent that it is probable that benefits will result in payments. The
liability is an estimate based on the City’s past experience at making payments.

Fund Balances — In the fund financial statements, governmental funds report reservations of
fund balance for amounts that are not available for appropriation or are legally restricted by
outside parties for a specific purpose. Reservations include amounts for open encumbrances
and loans receivable. Designations of fund balance represent tentative management plans that
are subject to change. These designations include reservations of fund equity for pre-
encumbrances (purchase requisitions that have not yet been processed into purchase orders).

Interfund Transactions — During the course of normal operations, the City records numerous
transactions between funds including expenditures and transfers of resources to provide
services, subsidize operations, and service debt. The City has the following types of
transactions among funds:

9] Reciprocal interfund services provided and used — Purchases and sales of goods and
services between funds for a price approximating their external exchange value.

) Nonreciprocal interfund transfers — Flows of assets between funds without equivalent
flows of assets in return and without a requirement for repayment. This includes
operating transfers to subsidize various funds.

3) Nonreciprocal interfund reimbursements — Repayments from the funds responsible for
particular expenditures or expenses to the funds that initially paid for them.

The City’s interfund receivables and payables at December 31, 2005 are presented in Note 5.
Interfund transfers are presented in Note 19.

Post-retirement Benefits — In addition to the post-retirement benefits provided by the Ohio
Police and Fire Pension Fund and the Ohio Public Employees Retirement System of Ohio (see
Note 9), the City provides post-retirement health care and life insurance benefits, in
accordance with union agreements and City Council ordinances, for retired employees.
Substantially all of the City’s employees may become eligible for those benefits if they reach
normal retirement age while working for the City. Currently, 1,918 retirees meet those
eligibility requirements. The City pays 100% of the cost of health care and life insurance
benefits. These benefits are financed on a pay-as-you go basis; as such, the cost of retiree
health care and life insurance benefits is recognized as expenditure/expense as claims are
incurred. For 2005, those costs totaled $2,925,265.
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Summary of Significant Accounting Policies (Continued)

L. Debt Issuance Costs, Premiums, Discounts, and Losses on Refundings — Bond premiums
and discounts, as well as issuance costs, are deferred and amortized over the life of the bonds.
Losses on advance refundings are deferred and amortized over the life of the new debt, or the
life of the advance refunded debt, whichever is shorter.

M. New Accounting Standards — March 2003, the GASB issued Statement No. 40, Deposit and
Investment Risk Disclosures (an amendment of GASB Statement No. 3). This statement
amends Statement No. 3 and addresses additional cash and investment risks to which
governments are exposed. Generally, this statement requires that state and local governments
communicate key information about such risks in four principal areas: investment credit risks,
including credit quality information issued by rating agencies; interest rate disclosures that
include investment maturity information; interest rate sensitivity for investments that are
highly sensitive to changes in interest rates; and foreign exchange exposures that would
indicate the foreign investment's denomination. The provisions of this statement are effective
for financial statements for the year ending December 31, 2005. The City implemented this
statement during 2003.

In November 2003, GASB issued Statement No. 42, Accounting and Financial Reporting for
Impairment of Capital Assets and for Insurance Recoveries. This Statement requires
governments to report the effects of capital asset impairments in their financial statements
when they occur as opposed to ongoing depreciation expense or upon disposal of the capital
asset. The provisions of this statement are effective for fiscal periods beginning after
December 15, 2004. The City implemented this statement during 2005 and has no impaired
assets to report.

In May 2004, GASB issued Statement No. 44, Economic Condition Reporting: The Statistical
Section — an amendment of NCGA Statement 1. The statistical section is a required part of the
CAFR.. This Statement establishes the objectives of the statistical section and the five
categories of information it contains: financial trends, revenue capacity, debt capacity,
demographic and economic, and operating. The City’s statistical section has been prepared in
conformance with this Statement.

In June 2004, the GASB issued Statement No. 45, Accounting and Financial Reporting by
Employers for Postemployment Benefits Other Than Pensions. This Statement establishes
standards for the measurement, recognition, and display of Other Postemployment Benefit
(OPEB) expenses and related liabilities (assets), note disclosures, and, if applicable, required
supplementary information (RSI) in the financial reports of state and local governmental
employers. For the City, this Statement is effective for periods beginning after December 15,
2006. The future impact is currently being evaluated by the City.

In December 2004, the GASB issued Statement No. 46, Net Assets Restricted by Enabling
Legislation — an amendment of GASB Statement No. 34. The clarifications in this Statement
should improve the understandability and comparability of net assets information by making
the assessment of legal enforceability more uniform across governments. This Statement also
specifies the accounting, financial reporting and disclosure requirements for restricted net
assets when new enabling legislation is passed and when legal enforceability is reevaluated.
The effective date for this Statement is for financial statements for periods beginning after
June 15, 2005. The City’s financial statements have been prepared in conformance with this
Statement.
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Pooled Cash and Investments

City ordinances require that all cash, with the exception of certain debt service cash and cash held by
fiscal agents, be deposited with the City Treasurer. Each fund’s portion of these funds is displayed on
the statements of net assets or balance sheets as “pooled cash and investments.” Earnings on these
investments are allocated to the various funds based on City and state statutes, grant agreements and
various bond agreement requirements. Investments are also held separately by the special revenue,
debt service, enterprise, and internal service funds. City ordinances further authorize and direct the
permitted types of deposits and investments.

Deposits:

City ordinances require that all deposits be secured by collateral securities pledged at market value in
an amount equal to at least 100% of the deposit, less any amount covered by federal deposit insurance.

At December 31, 2005, the carrying amount of the City’s deposits was $2,443,503, and the bank
balance was $4,582,167. The difference in the carrying amount and bank balance was composed of
outstanding checks and other normal reconciling items. Of the bank balance, $300,000 was covered
by federal depository insurance, $4,270,742 was uninsured but collateralized with unregistered
securities held by the pledging financial institution’s trust department in the City’s name, and $11,425
was uninsured and uncollateralized as defined by the GASB (securities are pledged with the pledging
financial institution’s trust department or agent, but not in the City’s name).

Total cash and investments are reported as follows:

Balance Sheet - Governmental Funds:
Pooled cash and investments $ 13,455,206
Restricted cash and investments 148,300,167

Statement of Net Assets - Proprietary Funds:

Enterprise Funds
Pooled cash and investments 10,169,871
Restricted cash and investments 11,097,264
Internal Service Funds
Pooled cash and investments . 4,728,009

Restricted cash and investments -
Statement Net Assets - Fiduciary Funds: 869,966

Total $ 188,620,483

Investments in City of Akron bonds and notes amounting to $8,100,234 are eliminated in the
government-wide statement of net assets at December 31, 2005.

Investments:

The City records all of its investments at fair value under the guidance set forth by Governmental
Accounting Standards Board Statement No. 31, Accounting and Financial Reporting for Certain
Investments and for External Investment Pools.

Under the fair value method of recording investments, the City is required to report realized and

unrealized gains and losses arising from market fluctuations as well as the sale and maturity of various
investments above or below their beginning-of-the-year fair value or their purchase price, when
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Pooled Cash and Investments (Continued)

purchased during the current fiscal year. Realized gains and losses, on investments that had been held
in more than one fiscal year and sold in the current year, may have been recognized as an increase or
decrease in the fair value of the investments reported in the prior year. The net effect of these realized
and unrealized gains and losses ($608,749 net unrealized gain in 2005) is reflected in the investment
income on the operating statement of the appropriate fund.

The repurchase agreement investment maturity is less than one year.

Interest Rate Risk. The City does not have a formal investment policy that limits investment maturities
as a means of managing its exposure to fair value losses arising from increasing interest rate risk.

Credit Risk. City ordinances authorize the treasurer to invest in obligations of the United States
Treasury, agencies and instrumentalities and direct obligations of the State of Ohio, including any
subdivisions of the state. As of December 31, 2005, the investments held by the bond trustees and
STAROhio were rated AAAm by Standard & Poor’s. All municipal bonds and notes are rated A2 or
better by Moody’s or A or better by Standard & Poor’s.

The City invests funds in the State Treasury Asset Reserve of Ohio (STAROhio). STARONio is an
investment pool managed by the State Treasurer’s office which allows governments within the state to
pool their funds for investment purposes. STAROAhio is not registered with the SEC as an investment
company but does operate in a manner consistent with rule 2a7 of the Investment Company Act of
1940. Investments in STAROhio are valued at STAROMio’s share price, which is the price the
investment could be sold for on December 31, 2005.

Bond trustees holding the investments are not registered with the SEC as an investment company but
do operate in a manner consistent with rule 2a7 of the Investment Company Act of 1940. Bond
trustees and Community Learning Center trustees holding the investments are not registered with the
SEC as an investment company but do operate in a manner consistent with rule 2a7 of the Investment
Company Act of 1940.

Investments held by bond trustees, Community Learning Centers and STAROhio are not exposed to
custodial credit risk because their existence is not evidenced by securities that exist in physical or book
entry form.

At December 31, 2005, $159,397,431 of cash and investments was restricted for the following
purposes: $173,509 was restricted for lease costs for Canal Park Stadium; $2,668,003 Off-Street
Parking Deck COPs; $22,572,282 was restricted solely for retirement of City obligations; and the
balance of $133,983,637 was held by the trustee for payment of debt service on the Community
Learning Centers Income Tax Revenue Bonds.
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2. Pooled Cash and Investments (Continued)

As of December 31, 2005 the City had the following investments.

Investment Maturities (In Years)

Less
Investment Types Fair Value Then 1 1-5 6-10

Repurchase agreement $ 11,100,000 $ 11,100,000 $ - $ -
U.S. Treasuries or Agencies 7,580,048 7,580,048 - -
STAROhio 4,000,000 4,000,000 - -
Municipal Bonds 2,282,137 390,305 1,291,832 600,000
City of Akron Assessment Debt 8,100,234 1,498,778 5,359,372 1,242,084
Investments held by bond trustees:

U.S. Government Securities 9,153,292 9,153,292 - -

U.S. Treasuries or Agencies 10,672,287 10,672,287 - -

Tax Exempt Ohio Municipals 173,483 173,483 - -
Investments held by Community

Learning Center trustees:

U.S. Treasuries or Agencies 81,953,200 75,975,700 5,977,500 -

Municipal Bonds and Notes 51,162,279 49,115,179 2,047,100 -
Total $ 186,176,960 $ 169,659,072 $ 14,675,804 $ 1,842,084

59



3. Receivables

Receivables, including water and sewer unbilled charges for services, of approximately $2,995,000
and $445,000, respectively, consist of the following at December 31, 2005:

Customer
Charges, Allowance
Special for
Assessments, Accrued Gross Uncol-
Taxes and Others Interest Receivables lectibles Net
Governmental Activities:
Governmental Funds:
General Fund $ 38,521,769 $ 12,721,276 $ 114,371 $ 51,357,416 $ (1,098,710) $ 50,258,706
Community Learning Centers 2,238,589 84,000,000 $ 942,653 87,181,242 - 87,181,242
Special Assessment Bond Payment - 27,189,315 $ - 27,189,315 (2,238,596) 24,950,719
Other Governmental Funds 15,929,299 7,089,736 2,475 23,021,510 - 23,021,510
Total Governmental Funds 56,689,657 131,000,327 1,059,499 188,749,483 (3,337,306) 185,412,177
Internal Service Funds - 124,657 - 124,657 - 124,657
Total Governmental Activities 56,689,657 131,124,984 1,059,499 188,874,140 (3,337,306) 185,536,834
Business-type Activities:
Enterprise Funds:
Water - 13,474,951 - 13,474,951 (9,920,491) 3,554,460
Sewer - 11,538,524 - 11,538,524 (6,438,368) 5,100,156
Off-Street Parking - 25,028 - 25,028 - 25,028
Other Enterprise Funds - 57,412 - 57,412 - 57,412
Total Enterprise Funds/
Business-type Activities - 25,095,915 - 25,095,915 (16,358,859) 8,737,056
Total Receivables $ 56,689,657 $ 156,220,899 $ 1,059,499 $ 213,970,055 $ (19,696,165) $ 194,273,890

Delinquent special assessment receivables amounted to $2,238,596 at December 31, 2005 and were
fully reserved for in the allowance for uncollectibles in the Special Assessment Bond Payment fund.

Governmental funds report deferred revenue in connection with receivables for revenues that are not
considered to be available to liquidate liabilities of the current period. At the end of the current fiscal
year, the various components of deferred revenue reported in the governmental funds were as follows:

Governmental Funds:
General Fund
Property Tax Receivable

Intergovernmental Receivable

Income Tax Receivable

Community Learning Centers

Income Tax Receivable

Community Learning Centers Receivable

Special Assessment Bond Payment
Special Assessment Receivable

Other Governmental Funds
Property Tax Receivable

Intergovernmental Receivable

Income Tax Receivable
JEDD Receivable
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$ 21,034,725
5,645,354
6,544,346

33,224,425

913,980

84,000,000

84,913,980

22,950,719

22,950,719

9,352,462
2,797,399
2,420,512
612,606
15,182,979

$ 156,272,103



4. Due From/To Other Governments

Amounts due from other governments at December 31, 2005 primarily represent amounts related to
Ohio Public Works Commission (OPWC) loans and grant activity and consist of the following:

Federal State Total
Governmental Activities:

Governmental Funds:

General Fund $ - $ 659 $ 659
Other Governmental Funds 3,482,476 668,263 4,150,739

Total Governmental Funds 3,482,476 668,922 4,151,398
The following amounts are also included in

the government-wide statement of net assets-

OPWC loan funds receivable: - 10,768,866 10,768,866
Total Governmental Activities $ 3,482,476 $ 11,437,788 °$ 14,920,264
Business-type Activities:

Enterprise Funds:

Water $ - $ 149,195 $ 149,195
Sewer - 5,892,772 5,892,772
Other Enterprise Funds - 847 847
Total Enterprise Funds/Business-type Activities $ - $ 6,042,814 $ 6,042,814

Amounts due to other governments at December 31, 2005 consist of the following:

Federal County Local Total

Governmental Activities:

Other Governmental Funds 4,310,000 - 1,641,194 5,951,194

The following amounts are also included in the

government-wide statement of net assets:

Due to other governments - 354,000 250,000 604,000

Liabilities due in more than one year (Note 14) - 3,779,000 750,000 4,529,000
Total Governmental Activities $ 4,310,000 $ 4,133,000 $ 2,641,194 $ 11,084,194

Of the amount shown in Other Governmental Funds $1,756,194 is shown in the government-wide statement of net assets as Due
to Other Governments. The remaining $4,195,000 is shown as liabilities due in more than one year.

Business-type Activities:
Enterprise Funds:
Sewer $ - $ 29,023 $

$ 29,023

The following amounts are also included in the govern-
ment-wide and proprietary statement of net assets:
liabilities due in more than one year (Note 14) - 427,827 - 427,827

Total Enterprise Funds/
Business-type Activities $ - $ 456,850 $ - $ 456,850

The statement of fiduciary net assets also includes $865,350 as due to other governments.

61



Due From/To Other Governments (Continued)

The federal amount is comprised of three separate section 108 loans from the U.S. Department of
Housing and Urban Development (HUD).

The county amount recorded in Governmental Activities relates to City reimbursements to Summit
County for the debt service on debt issued by Summit County related directly to the cost of
construction of additional jail space to house City inmates.

The local amount is related to the JEDD contract between the City, Bath Township, and the City of
Fairlawn (see Note 18).

The county amount recorded in Business-type Activities relates to a master meter sewer agreement in
the Mud Brook service area.

Due From/To Other Funds

Interfund receivable and payable balances at December 31, 2005 consist of the following individual
fund receivables and payables:

Receivable Payable
Governmental Funds:
General Fund $ 6,217,549 $ 920,381
Community Learning Centers 2,785,018 43
Other Governmental Funds 33,538,471 37,502,460

$ 42,541,038 $ 38,422,884

Proprietary Funds:
Enterprise Funds:
Water $ - $ 629,366
Sewer 303,205 554,962
Off-Street Parking - 83,936
Other Enterprise Funds 6,810 398,966
$ 310,015 $ 1,667,230
Internal Service Funds $ 1,604,682 $ 4,365,621
Total $ 44,455,735 $ 44,455,735
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Deposits

On December 15, 2003, the City of Akron entered into a cooperative agreement for Community
Learning Centers (CLC) with the Board of Education of the Akron City School District (District). The
cooperative agreement is the foundation for all the activity associated with the City’s .25% income tax
and the ownership relating to the CLCs. As of December 31, 2005, the District had $71,175,161 of
unspent City funds that are recorded as Deposits on the City’s Statement of Net Assets and are
recorded on the District’s financial statements as “due to City of Akron”.

Capital Assets

Capital asset activity for the year ended December 31, 2005 was as follows:

Balance Balance
January 1, December 31,
2005 Additions Deletions 2005
Governmental Activities:
Capital assets, not being depreciated:
Land $ 149,313,336 $ 1,858,731 $ 324,880 $ 150,847,187
Construction in progress 59,538,957 9,200,012 17,808,757 50,930,212
CLC Building Equity Interest - 9,462,174 - 9,462,174
Total capital assets, not being depreciated 208,852,293 20,520,917 18,133,637 211,239,573
Capital assets, being depreciated:
Buildings 177,142,650 2,543,920 1,035,887 178,650,683
CLC Building Equity Interest - 115,661 - 115,661
Improvements other than buildings 95,385,591 6,333,494 151,347 101,567,738
Equipment 83,377,104 3,844,156 3,348,133 83,873,127
Infrastructure 442,384 455 28,691,350 1,226,174 469,849,631
Total capital assets, being depreciated 798,289,800 41,528 581 5,761,541 834,056,840
Less accumulated depreciation for:
Buildings 52,856,435 3,561,544 - 56,417,979
CLC Building Equity Interest - 1,157 1,157
Improvements other than buildings 18,872,304 2,851,621 - 21,723,925
Equipment 69,408,560 3,614,403 1,177,206 71,845,757
Infrastructure 184,436,490 11,434,799 - 195,871,289
Total accumulated depreciation 325,573,789 21,463,524 1,177,206 345,860,107
Total capital assets, being depreciated, net 472,716,011 20,065,057 4,584 335 488,196,733
Governmental activities capital assets, net $ 681,568,304 $40,585,974 $22717972 $ 699,436,306
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7.

Capital Assets (Continued)

Business-type Activities:
Capital assets, not being depreciated:
Land
Construction in progress

Total capital assets, not being depreciated

Capital assets, being depreciated:
Buildings
Improvements other than buildings
Equipment
Infrastructure

Total capital assets, being depreciated
Less accumulated depreciation for:
Buildings
Improvements other than buildings
Equipment
Infrastructure
Total accumulated depreciation

Total capital assets, being depreciated, net

Business-type activities capital assets, net

Balance Balance
January 1, December 31,
2005 Additions Deletions 2005
$ 26,463,028 $ 15,000 - $ 26,478,028
29,747,482 6,577,455 1,363,828 34,961,109
56,210,510 6,592,455 1,363,828 61,439,137
143,256,209 4,554,222 - 147,810,431
446,741,160 244,481 - 446,985,641
30,665,881 978,699 395,966 31,248,614
83,298,030 12,476,580 38,332 95,736,278
703,961,280 18,253,982 434,298 721,780,964
62,138,228 2,059,327 - 64,197,555
209,529,695 7,690,925 - 217,220,620
25,086,792 2,345,765 327,758 27,104,799
7,070,904 2,194,181 - 9,265,085
303,825,619 14,290,198 327,758 317,788,059
400,135,661 3,963,784 106,540 403,992,905
$ 456,346,171 $ 10,556,239 $ 1,470,368 $ 465,432,042

64



7. Capital Assets (Continued)
Depreciation expense was charged during 2005 to functions of the government as follows:

Governmental Activities:

General government $ 2,006,346
Public service 2,386,585
Public safety 1,821,011
Community environment 2,629,856
Public health 308,829
Unallocated depreciation 11,389,516
Capital assets held by the government's internal service funds are

charged to the various functions based on their usage of the assets 921,380
Total depreciation expense charged to governmental activities $ 21,463,523

Business-type Activities:

Water $ 4,927,294
Sewer 7,569,641
Off-Street Parking 1,554,235
Other Business-type activities 239,028

Total depreciation, deletion and amortization expense
charged to business-type activities $ 14,290,198
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Capital Assets (Continued)

Construction in progress and remaining capital commitments (including capitalized interest of
$544,785, of which $468,343 was capitalized in 2005) are comprised of the following:

Expended to
Project December 31,
Authorization 2005 Committed

Governmental Activities:
Governmental $ 61,945,961 $ 51,351,477 $ 10,594,484
Internal Service - - -

Business-type Activities:

Water 12,522,642 8,492,393 4,030,249
Sewer 27,041,091 14,067,932 12,973,159
Off-Street Parking 18,790,717 15,200,449 3,590,268
Other Business-type activities 230,000 210,431 19,569

$ 120,530,411 $ 89,322,682 $ 31,207,729

Accrued Vacation and Leave

GASB Statement No. 16, Accounting for Compensated Absences, requires a liability to be established
for all compensated absences as earned by the employees.

Vacation, paid leave, sick leave and compensatory time accumulated by employees whose wages are
charged to governmental fund types have been recorded as liabilities in the governmental funds only if
they have matured. The balance has been recorded on the statement of net assets. Vacation, paid
leave, sick leave and compensatory time accumulated by employees whose wages are charged to
proprietary fund types are expensed when earned and recorded as liabilities in the government-wide
statement of net assets and in the proprietary fund statement of net assets.

Sick leave is earned by substantially all employees. Unused sick leave is accumulated up to 960 hours
per employee and vests upon reaching certain age and service requirements. The vested portion of
accumulated sick leave and amounts earned through December 31, 2005 and expected to vest in the
future has been accrued in the government-wide statement of net assets for all City employees.
Amounts related to the City’s proprietary fund operations are also accrued for in the proprietary fund
statement of net assets due to the nature of these funds.
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8. Accrued Vacation and Leave (Continued)

As of December 31, 2005, the accrued vacation, paid leave, sick leave, and compensatory time is
recorded as a current liability (due within one year) in the Statement of Net Assets as follows:

Balance Balance
January 1, December 31,
2005 Additions Deletions 2005
Governmental Activities:
Governmental Funds:
General Fund $ 7,846,815 $ 8,323,948 $ (7,846,815) $ 8,323,948
Other Governmental Funds 2,594,284 2,593,117 (2,594,284) $ 2,593,117
Total Governmental Funds 10,441,099 10,917,065 (10,441,099) 10,917,065
Internal Service Funds 623,544 688,413 (623,544) 688,413
Total Governmental Activities 11,064,643 11,605,478 (11,064,643) 11,605,478
Business-type Activities:
Enterprise Funds:
Water 915,872 874,849 (915,872) 874,849
Sewer 539,120 509,876 (539,120) 509,876
Other Enterprise Funds 70,639 69,249 (70,639) 69,249
Total Enterprise Funds/
Business-type Activities 1,525,631 1,453,974 (1,525,631) 1,453,974

$ 12,590,274 $ 13,059,452 $ (12,590,274) $§ 13,059,452

The following amounts are also included as long-term obligations in the government-wide statement of net assets (Note 14):

Governmental Activities:

Other Governmental Activities $ 38,632,163 $ 16,041,900 $ (15759,373) $ 38,914,690
Internal Service Funds 1,851,431 1,034,023 (1,011,456) 1,873,998
Total Governmental Act<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>